
TO: Commission File S7-17-02 

FROM: Keith E. Carpenter w* 
Senior Special Counsel 
Division of Investment Management 

RE: Proposed Amendments to Investment Company Advertising Rules 
Release No. IC-25575 

DATE: August 5,2003 

In telephone conversations on July 14, July 18 and July 21,2003, Susan Nash and I spoke 
with Heidi Stam and Lisa Matson of The Vanguard Group to clarify a comment in Ms. 
Stam’s July 3 1,2002, comment letter on the proposed advertising rule amendments. The 
comment letter stated that if the Commission eliminates funds’ ability to rely on rule 134 
under the Securities Act, as proposed, then it should permit advertisements that “brand” a 
h n d  complex under rule 13 5a under the Securities Act. Specifically, the letter stated that 
the Commission should permit the use of h n d  complex names in rule 135a 
advertisements. 

In response, Ms. Stam and Ms. Matson sent us written material reflecting the NASD’s 
view on naming fund complexes in rule 135a advertisements (Attachment A). In 
addition, Ms. Stam and Ms. Matson provided us with certain training material prepared 
by the Investment Company Institute (Attachment B). They also provided examples of 
rule 134 advertisements published by Vanguard (Attachment C). Ms. Stam indicated that 
Vanguard might include in rule 135a advertisements some of the information currently 
included in such rule 134 advertisements, if the Commission eliminates funds’ ability to 
rely on rule 134 and permits naming of fimd complexes in rule 135a advertisements. 

ATTACHMENTS 



SEC Rule 135A 

0 Generic 

+Not product' specific '. Prohibited: 
- Names, logos, family names 
- Information about specific . . .. , . .  

funds 
0 Permitted : 

- Investment company types 
- Features common to all funds 
- Financial principles 
- Economic information 



SEC Rule 135A 

0 If the advertisement or sales 
literature solicits a response 
and; 

a If prospectuses will be offered 
to those responding, the 
advertisement must disclose 1 

- Number of  funds for which 
prospectuses will be provided 

- That the advertisement’s 
sponsor is the distributor or 
underwriter, as applicable 

i 
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Complies: 
Contains generic, educational investment 
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SEC Rule 135A COWLIES 

Considering your long-term financial objectives? 

Think about Mutual Funds 

Benefits: 

Professional Management - Experienced investment professionals 
manage your money according to the fund's objective (e.g., growth, 
income, tax-exempt i n come). 

Diversification - You don't put all your "eggs in one basket" because 
mutual funds invest in dozens, sometimes hundreds, of stocks, bonds, 
and/or cash investments. Diversification can reduce the risks of 
investing in a single security. 

Easy access to your money - You can redeem your shares on any 
business day at the current share price, which may be more or less 
than your original cost. 

Risks: 

The investment return and principal value of your investment will 
fluctuate. 

If you would like to know more about t h e  ten mutual funds advised and 
distributed by Funds & Company, wr i te  tor 135A Main Street, Suite 
200, New York, NY 10001. 



Mutual Funds. Cornmurkatiax with the Public 

reason, these communications myst be preceded or 
accompanied by a fund prospectus or profiie. 

Exemptions from the Prospectus Delivery 
Requirement 

All mutual fund advertisements and sales ,literature must be 
preceded or accompanied by a prospectus or profile unless 
they comply with the terms of one of the following exemptions 
from the prospectus delivery requirement: 
1 Rule 135 - Tombstone ads 

1 Rule 13Sa - Generic ads 

Rule 482 -Performance ads 

Rule 134 - Tombstone Ads 

These advertisements became 
known as "tombstone ads" ' 

because. like a tombstone, 
they contain only basic 
information. 

Additionally, tombstone ads 
must include the required 
"legend." the substance of 
which is: "For more cumplete 
information about [fund name), 
including chzrges and 
expenses, obtain a prospectus 
from ithe fund company). Read it carefully before you invest or 
send money." 

' 

rombstone ads may include ... 
rhe name of the fund, type 
of fund, objective, policies 
and services, 

a the name and address of 
the fbnd's distributor or 
investment advisor, 

I an attention-getting headline, 
corporate logos, graphic 
designs and pictures and 

I data about general economic 
conditions, retirement plans 
or goals 

Tombstone ads may not 
include . . . 
u performance information. 

rankings or 
I hypothetcal illustrations. 

The required legend must appear in a type size at least as large 
as the text of the ad but in a different style to ensure that the 
legend stands out. The type styk of the legend must be at 
least as prominent as that of the text. When tombstone ads 
are used in radio and television, the legend must, at a 
minimum, be emphasized t o  the same extent as the major 
podon of the ad&senent. 

Tombstone ads for money market funds must also include a 
legend to the e3ect that: 'an investment in the Fund is 
neither insured nor guaranteed bv the Federal Deposit 
Insurance Corporation or any other government agency. 
Although the Fund seeks to preserve the value of your 
investment at S1 .OO per share, it is possible to  lose money by 
investing in the Fund." 

Rule 135a - Generic Ads 

Rule 135a allows "generic" 
advertisements. Generic ads 
do no; name a particular fund 
or fund family; instead, they 
may describe fund types 
(e.9.. growth funds) or 
services. Mutual fund 
companies often use generic 
ads in "image" advertising or 
educational campaigns. 

Generic ads must include the 
name of the sponsoring 
broker-dealer or investment adviser. 

Generic ads may include ... . 

I an offer for a fund prospectus. 
LI an explanation of where 

to direct inquiries for more 
information and 

I descriptions of products and 
services that are not securitie: 
and not related to the benefit 
of owning shares (e.g. Aoth 
IRAs or investing to fund a 
college education). 

Generic ads may not 
include ... 

perfonance information 
and 

H the name of a particular 
fund or fund family. 
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.%&q for I good home for thc rcckmcot savings plza you’vc lcFt bchind! 
m k  no Funher then Vanguard. ~Vc’Y mskc it simple to mllowr th 
wxs int~ D Vaoguard IRA, pmvidc you with all the inwtrncnr 
xoiccs and penonal sssistnnce you could vmt, and  keep your 

wts  prudcntly low. So, who says you cun’r take it with you? 
:ell 1-800-614-2601 or vUit -.vanguad.com/?dlovu. guarrlclaxlp. 
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Some Plain TaIk For . 

Women About Investing 
From Vanguard. 

s plain Talk brochure, Wumen and Investing, 
show you six easy steps toward buiIdina 

your own investment plan. Provide you with work- Y 

sheets for constructing an investment portfolio. And ~ 

help you plan for  the unexpected. 
Call Vanguard today for your free copy. 

The more you know about investipg,the 
more you’ll want to know about Va?guard. 
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VANGUARD 
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xur rctircrnent savings are flung fir and wide, perhaps it‘s t ime to bring them all 

home to Vanguard. A Vgnguard IR4 can accommodatr thc stodcr, bonds, CD’s and 

mutual hnds you already have invested, plus 0% you casy access to Vanguard’s full range 

of funds. A Vanguard Rctircrncnr Specialist can prwidc guidance, service and advice to 

help YOU ~ s d y  navigate thc passagc. It‘s CLnc to move. Call 1-888-VNVGUARD. 
* w p .  
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